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STATE  OF  MONTANA 
WARM  SPRINGS  STATE  HOSPITAL 

AND 
DEPARTMENT  OF  INSTITUTIONS 


OVERVIEW  OF 
SUPPLEMENTAL  REPORT 
MARCH  3,  1978 


Subsequent  to  our  examination  of  the  financial  statements 
of  Warm  Springs  State  Hospital,  we  examined  the  schedule  of  reim- 
bursements collected  and  reviewed  the  Medicare  and  Medicaid  cost 
reports  for  the  year  ended  June  30,  1977.   This  supplemental  report 
becomes  an  integral  part  of  the  audit  report  in  accordance  with  the 
contractual  arrangements  with  the  Legislative  Audit  Committee  of  the 
Montana  State  Legislature. 

Schedule  of  Reimbursements  Collected 

As  discussed  in  our  report,  these  receipts  are  not  recorded 
in  the  Hospital's  accounts,  but  are  recorded  by  the  Department  of 
Institutions  and  deposited  with  the  State  Treasurer.   These  receipts 
have  been  recorded  on  a  cash  basis;  however,  additional  reimburse- 
ments of  approximately  $571,000  were  receivable  from  Medicare, 
Medicaid,  private  patients  and  insurance  carriers  for  Hospital 
services  as  of  June  30,  1977.   As  discussed  in  the  report,  the 
recovery  of  approximately  $537,000  of  the  total  receivable  is 
subject  to  the  Department  of  Institutions  prevailing  in  two  legal 
actions  in  progress  at  June  30,  1977. 

The  Department  of  Social  and  Rehabilitation  Services 
( SRS  )  did  not  reimburse  the  Department  of  Institutions  for  Medicaid 
patient  services  at  the  prevailing  charge  rate  during  the  year. 
The  difference  between  amounts  reimbursed  and  charges  at  prevailing 
rates  is  approximately  $95,000  and  is  subject  to  Federal  Medicaid 
matching  funds  under  the  state's  Medicaid  matching  formula. 

These  and  other  matters  are  discussed  within  the  foot- 
notes to  the  schedule  of  reimbursements  collected  and  in  our 
Recommendations  for  Improvement  in  Reimbursement  Policies  and 
Procedures . 

Medicare  and  Medicaid  Cost  Reports 

As  discussed  in  our  report  on  the  review  of  these  cost 
reports  and  our  Recommendations  for  Improvement  in  the  Reimbursement 
Policies  and  Procedures,  we  believe  the  Department  should  consider 
filing  an  amended  cost  report  for  1977.   Medicare  reimbursement 
could  be  increased  through  changes  in  the  allocation  of  costs 
applicable  to  Medicare  patients  and  an  exemption  from  the  lower  of 
cost  or  charge  limitations.   As  previously  discussed,  Medicaid 
reimbursement  could  be  increased  by  approximately  $95,000  for  the 
year  ending  June  30,  1977. 


Digitized  by  the  Internet  Archive 

in  2010  with  funding  from 

IVIontana  State  Library 


http://www.archive.org/details/stateofmontanawa1978mont 


Overall,  we  believe  the  Medicare  and  Medicaid  reports  for 
1977  should  be  reviewed,  evaluated  and  amended,  if  appropriate,  for 
the  Hospital  and  all  of  the  Department  of  Institution's  facilities 
to  increase  Medicare  and  Medicaid  reimbursement  to  the  State  of 
Montana . 

Recommendations  for  Improvement  in  Reimbursement  Policies 

and  Procedures 


The 
bursements  col 
been  discussed 
recommend  the 
possibility  of 
within  other  s 
not  a  licensed 
of  Montana  are 
funds  for  nurs 
strictly  finan 
should  conside 
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recommendations  applicable  to  the  schedule  of  reim- 
lected  and  the  Medicare  and  Medicaid  cost  reports  have 

within  this  section  of  the  report.   In  addition,  we 
Department  of  Institutions  review  and  evaluate  the 

placing  the  mentally  retarded  and  mentally  ill  patients 
tate  and  private  institutions.   Since  the  Hospital  is 

psychiatric  facility,  the  institution  and  the  State 

not  qualified  to  participate  in  Medicaid  matching 
ing  home  care  for  patients  under  age  65.   From  a 
cial  point  of  view,  the  Department  of  Institutions 
r  placing  the  Hospital's  patients  in  private  skilled 


An  alternative  use  of  the  facility  and  providing  patient 
services  in  other  state  and  private  facilities  would  decrease  the 
Department  of  Institution's  net  cost  of  operations  (after  Federal 
Medicaid  matching  funds)  by  several  million  dollars  per  year. 


STATE  OF  MONTANA 
WARM  SPRINGS  STATE  HOSPITAL 

AND 
DEPARTMENT  OF  INSTITUTIONS 


SUMMARY  OF  RECOMI>^ENDATIONS  AND  AGENCY  REPLY 


The  Department  of  Institutions  should  implement  the  proposed 
data  retrieval  system  as  soon  as  possible  and  expand  the  system 
to  include  all  ancillary  department  services. 

Agency  Reply:  This  is  being  done. 

The  Medicare  cost  report  for  1977  should  be  reviewed  and,  where 
appropriate,  should  be  amended. 

Agency  Reply:  The  Department  will  investigate  this  recommendation 
and,  if  it  is  economically  feasible,  will  comply. 

The  Department  of  Institutions  costs  related  to  the  administration 
of  state  health  care  institutions  should  be  allocated  to  these 
institutions  in  the  preparation  of  the  Medicare  and  Medicaid 
cost  reports. 

Agency  Reply:  The  Department  will  investigate  the  possibility 
of  implementing  this  recommendation  and  if  feasible,  do  so. 

The  Department  of  Institutions  should  study  alternative  uses  of 
the  hospital  facility  because  of  escalating  costs  of  operation. 

Agency  Reply:  The  Department  will  comply  with  this  recommendation. 

The  Department  of  Institutions  should  consider  establishing  a 
central  function  for  cost  report  preparation  and  dealing  v;ith 
intermediaries  . 

Agency  Reply:  In  June,  1976,  the  reimbursement  program  was 
evaluated  by  the  Montana  Hospital  Association  and  one  of  their 
recommendations  was  to  place  the  responsibility  of  cost  report 
preparation  with  the  individual  institution  because  the  personnel 
were  more  familiar  with  the  operations  of  the  institutions. 
This  recommendation  will  be  weighed  against  the  above  recommen- 
dation and  the  most  efficient  of  the  two  implemented. 
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Arthur  Andersen  &  Co. 
Boise,  Idaho 


To  the  Legislative  Audit  Committee 
of  the  Montana  State  Legislature 
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It  was  not  practical  for  us  to  confirm  the  reimbursements 
collected  and  recorded  from  private  patients  aggregating  $449,049. 
Our  examination  relating  to  reimbursements  collected  was  therefore 
limited  to  the  amounts  recorded  in  the  accounts  by  the  Department  of 
Institutions . 


As  discussed  in  Notes  1  and  2  to  the  schedule,  the  reim- 
bursements collected  represent  amounts  received  and  recorded  by  an 
agency  of  the  State  of  Montana  other  than  the  Hospital  for  the  year 
ended  June  30,  1977.   Private  reimbursements  received  by  the  Hospital 
during  the  year  have  been  withheld  due  to  litigation  currently  in 
process.   Additional  reimbursements  from  designated  payors  related 
to  billings  generated  before  year  end  will  be  recorded  as  received 
subsequent  to  June  30,  1977. 

In  our  opinion,  except  for  the  effect  of  such  adjustments, 
if  any,  as  might  have  been  disclosed  had  confirmation  been  obtained 
of  private  patient  reimbursements,  the  accompanying  schedule  of 
reimbursements  collected  presents  fairly  the  recorded  reimbursements 
received  for  the  year  ended  June  30,  1977,  by  the  Department  of 
Institutions . 


^■^-^^■v  ^^; 
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Joise,     Idaho, 
March    3,    1978. 


WARM  SPRINGS  STATE  HOSPITAL 


SCHEDULE  OF  REIMBURSEMENTS  COLLECTED 


FOR  THE  YEAR  ENDED  JUNE  30,  1977 


PRIVATE  $   449,049 

MEDICAID  376,560 

MEDICARE  272,193 

INSURANCE  60,063 

$1,157,865 


The  accompanying  notes  are  an  integral 
part  of  this  schedule. 
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WARM  SPRINGS  STATE  HOSPITAL 


NOTES  TO  SCHEDULE  OF  REIMBURSEMENTS  COLLECTED 


JUNE  30,  1977 


1.    RECORDING  COLLECTIONS: 

The  amounts  shown  on  the  accompanying  schedule  are  not 
recorded  in  the  accounts  of  the  Hospital.   The  reimbursements 
related  to  these  transactions  are  recorded  in  the  accounts  of  the 
Department  of  Institutions  of  the  State  of  Montana,  the  agency 
responsible  for  the  collection  function  for  the  Hospital.   The  cash 
received  is  deposited  with  the  State  Treasurer's  office. 

These  recorded  reimbursements  represent  collections  of 
billings  for  Hospital  patient  services  along  with  interim  estimated 
payments  for  Medicare  and  Medicaid  patient  services.   At  the  end  of 
the  year,  the  difference  between  the  interim  payment  rates  and 
defined  allowable  costs  or  charges  for  services  to  Medicare  and 
Medicaid  patients  results  in  additional  reimbursement  to  be  received 
or  excess  reimbursement  to  be  paid  to  the  Medicare  and  Medicaid 
agenc  ies . 


2.    UNCOLLECTED  REIMBURSEMENTS: 

The  accompanying  schedule  was  prepared  on  the  cash  basis 
without  regard  to  uncollected  billings  and  reimbursements.   The 
approximate  unrecorded  and  uncollected  reimbursements  as  of  June  30, 
1977  are  as  follows: 

Medi  care 

At  June  30,  1977,  uncollected  Medicare  claims  totalled 
approximately  $22,000.   Based  on  the  1977  Medicare  report, 
as  filed,  the  Hospital  owed  the  Medicare  intermediary 
approximately  $10,000  which  was  paid  subsequent  to  June 
30,  1977. 

The  Hospital's  Medicare  report  will  be  reviewed  and 
evaluated  by  the  Medicare  intermediary  which  may  result  in 
an  increase  or  decrease  in  the  reimbursements  received 
during  the  1977  fiscal  year. 
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Medicaid 

At  June  30,  1977,  unpaid  Medicaid  claims  amounted  to 
approximately  $12,000.   Presently,  a  dispute  exists 
between  the  Department  of  Institutions  (acting  on  the 
behalf  of  the  Hospital)  and  the  Department  of  Social  and 
Rehabilitation  Services  (SRS),  the  Medicaid  intermediary 
for  the  State  of  Montana,  relating  to  the  amounts 
reimbursable  to  the  Hospital  under  the  Medicaid  program. 

Under  Medicaid  regulations,  reimbursement  is  based  on  the 
lower  of  reasonable  cost,  as  defined,  or  customary  charges 
SRS  has  reimbursed  the  Hospital  at  the  1975  interim  rates 
which  are  less  than  customary  charges  at  the  Hospital  for 
1977.   In  the  event  of  a  settlement  in  the  Hospital's 
favor,  it  is  estimated  that  additional  reimbursement 
amounting  to  approximately  $95,000  would  be  received  in 
subsequent  periods.   The  Department  of  Institutions  is 
negotiating  with  SRS  for  this  additional  reimbursement 
relating  to  patient  services  for  the  1977  fiscal  year. 

Pri  vat e 
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does  not  have  the 
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lieges  that  the  Hospital 
rse  patient  funds  to  pay 
on  from  the  patient's 
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artment  of  Institutions 
une  30,  1977,  the  Hospital's 

monies  total  approximately 
are  being  held  in  trust 
settled  and  the  Hospital 
court  to  claim  these  trust 


Insurance 

A  private  health  service  company  has  refused  to  honor 
patient  care  billings  filed  by  the  Hospital.   Acting  on  a 
legal  opinion  from  the  State  of  Montana  Attorney  General, 
the  Department  of  Institutions,  on  behalf  of  the  Hospital, 
has  requested  a  hearing  on  this  matter  before  the  State 
Insurance  Commission.   At  June  30,  1977,  unpaid  claims 
relating  to  this  matter  totalled  approximately  $32,000  and 
would  be  due  the  Hospital  in  the  event  of  a  favorable 
settlement  in  this  dispute. 
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Arthur  Andersen  &  Co. 
Boise,  Idaho 


To  the  Legislative  Audit  Committee 

of  the  Montana  State  Legislature: 

In  connection  with  our  examination  of  the  financial 
statements  of  the  Warm  Springs  State  Hospital  as  of  June  30,  1977 
and  for  the  year  then  ended  on  which  we  have  issued  our  report, 
thereon  dated  September  15,  1977,  in  which  we  expressed  our  opinion 
that  the  financial  statements  were  not  fairly  presented  in  accordance 
with  generally  accepted  accounting  principles,  we  have  made  a  limited 
examination  of  the  Hospital  and  Hospital-Skilled  Nursing  Facility 
Complex  Statement  of  Reimbursable  Cost  -  Form  SSA-2552  and  State 
Medicaid  data  (referred  to  as  cost  report)  of  the  Hospital  for  the 
year  ended  June  30,  1977.   The  Medicare  cost  report  was  filed  with 
the  Medicaid  intermediary  in  lieu  of  a  separate  Medicaid  cost  report. 
The  scope  of  our  examination  did  not  include  all  procedures  con- 
sidered necessary  under  generally  accepted  auditing  standards  nor 
those  prescribed  by  the  audit  program  for  hospitals  published  by  the 
Department  of  Health,  Education,  and  Welfare  to  enable  us  to  express 
an  opinion  on  the  cost  report;  accordingly,  we  express  no  opinion  on 
this  cost  report. 

The  scope  of  our  limited  examination  of  the  cost  report 
for  the  year  ended  June  30,  1977,  included  (l)  the  reconciliation  of 
total  costs  per  the  books  of  accounts  to  the  cost  report,  (2)  the 
testing  of  major  cost  center  expenses  from  the  books  of  accounts  to 
the  cost  report,  (3)  the  determination  of  proper  amounts  of  depre- 
ciation included  with  the  cost  report  which  are  not  included  within 
the  books  of  accounts,  (4)  the  review  of  reclassifications  and 
adjustments  for  applicability,  all  inclusi veness  and  reasonableness 
in  amount  and,  (5)  the  review  of  supporting  schedules  included 
within  the  cost  report  for  reasonableness.   Our  limited  examination 
did  not  include  detailed  tests  of  computations,  tests  of  statistics 
and  tests  of  accumulation  of  charges  as  shown  within  the  cost  report. 

Our  limited  examination  of  the  cost  report  indicated 
deficiencies  of  (l)  excluding  some  eligible  cost  centers  for  reim- 
bursement, (2)  excluding  reimbursable  write-offs  of  deductibles  and 
coinsurance,  (3)  excluding  insurance  costs  which  should  be  included 
as  an  allowable  cost,  (4)  calculating  an  erroneous  physician's 
component  and,  (5)  reevaluating  the  applicability  of  the  lower  of 
cost  or  charges  computation  in  accordance  with  the  Medicare  rules 
and  regulations.   A  portion  of  the  Department  of  Institution's 
operating  expenses  were  not  included  within  the  report.   These 
deficiencies  are  discussed  in  our  memorandum  on  reimbursement 
policies  and  procedures. 
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As  a  result  of  the  significance  of  the  items  discussed  in 
the  preceding  paragraph,  we  recommend  that  the  cost  report  be  amended 
to  remedy  these  deficiencies. 
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Boise,  Idaho, 
March  3,  1978 


STATE  OF  MONTANA 
WARM  SPRINGS  STATE  HOSPITAL 

AND 
DEPARTMENT  OF  INSTITUTIONS 


Supplemental  Memorandum 
On  Recommendations  for  Improvement 
In  Reimbursement  Policies  and  Procedures 


Arthur  Andersen  &  Co. 
Boise,  Idaho 


March    3,    1978 


To  the  Legislative  Audit  Committee 

of  the  Montana  State  Legislature: 

This  supplemental  memorandum  includes  suggestions  and 
recommendations  for  improvement  in  reimbursement  policies  and 
procedures  that  came  to  our  attention  as  a  result  of  our  examination 
of  the  schedule  of  reimbursements  collected  and  the  limited  exam- 
ination of  the  Medicare  and  Medicaid  cost  report  (cost  report)  of 
the  Warm  Springs  State  Hospital  for  the  year  ended  June  30,  1977. 
The  matters  discussed  were  considered  by  us  during  our  examinations 
and  they  do  not  modify  the  opinion  expressed  in  our  supplemental 
auditors'  reports  dated  March  3,    1978. 


In  accord 
we  performed  a  revi 
for  the  purpose  of 
mining  the  nature, 
connection  with  our 
limited  examination 
came  to  our  attenti 
accompanying  memora 
management,  such  a 
detailed  recommenda 
weaknesses  in  the  e 


ance  with  generally  accepted  auditing  standards, 
ew  and  evaluation  of  existing  internal  controls 
providing  a  basis  for  reliance  thereon  in  deter- 
timing  and  extent  of  the  audit  tests  applied  in 
examination  of  this  supplemental  schedule  and 
of  the  cost  report.   While  certain  matters  that 
on  during  our  review  are  presented  in  the 
ndum  for  the  consideration  of  you  and  Hospital 
review  was  not  designed  for  the  purpose  of  making 
tions  and  would  not  necessarily  disclose  all  the 
xisting  system. 


The  accompanying  memorandum  also  includes  comments  and 
suggestions  with  respect  to  other  financial  and  administrative 
matters  which  came  to  our  attention  during  the  course  of  our 
examination  of  the  supplemental  schedule  and  the  limited  examination 
of  the  cost  report.   These  matters  are  offered  as  constructive 
suggestions  for  the  consideration  of  you  and  Hospital  management  as 
a  part  of  the  ongoing  process  of  modifying  and  improving  accounting 
controls  and  other  financial  and  administrative  practices  and 
procedures . 

Very  truly  yours, 
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Rate  Setting      In  the  past,  rate  setting  has  been  performed 

on  a  retrospective  basis.   This  has  resulted  in 
considerable  loss  of  reimbursement  under  the  Medicaid  program  and 
charges  due  from  private  and  insurance  patients.   Further,  the 
Medicaid  intermediary  has  imposed  an  arbitrary  per  diem  limit  on 
reimbursement . 

Starting  in  fiscal  year  1978,  the  Department  of  Institutions 
established  rates  on  a  prospective  basis.   We  concur  with  the  decision 
to  establish  rates  on  a  prospective  basis  to  insure  reasonable 
charges  for  services  to  private  and  insurance  patients  and  to  maximize 
Medicare  and  Medicaid  reimbursement.   For  Medicare  and  Medicaid 
patients,  charges  must  be  equal  to  or  exceed  the  defined  costs  under 
the  Medicare  rules  and  regulations. 

Billing 
Information      In  the  past,  the  billing  system  was  not  adequate 

to  generate  patient  billing  information  for  certain 

departments.   For  example,  it  was  not  possible  to  bill  the  pharmacy 

and  other  ancillary  departmental  services  to  third  party  reimbursers 

on  an  interim  basis.   Therefore,  the  costs  of  these  departments  had 

to  be  allocated  on  a  patient  day  basis  in  the  preparation  of  the 

Medicare  and  Medicaid  cost  reports.   This  may  have  resulted  in  a 

substantial  loss  in  reimbursement  to  the  State. 

The  Department  of  Institutions  developed  and  implemiented 

a  data  retrieval  system  in  early  1978.   We  have  reviewed  this  system 

with  the  Department's  personnel  and  believe  that  the  system  is 
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capable  of  generating  the  necessary  data  to  properly  bill  patients 
for  selected  ancillary  services.   We  recommend  the  system  be  expanded 
to  allow  billing  for  all  ancillary  departmental  services. 

Review  of 
Medicare  Cost  Reports      During  our  review  of  the  Medicare  cost 

reports  for  the  years  1975  through  1977, 

we  became  aware  of  certain  items  that  should  be  brought  to  your 

attention.   We  believe  these  reports  should  be  reviewed  in  detail 

and  consideration  given  to  amending  them.   Areas  that  should  be 

closely  scrutinized  in  this  reevaluation  process  are  as  follows: 

No  reimbursement  is  being  received  as  a  result  of  the 
method  of  handling  the  costs  for  psychiatric  services, 
barbers  and  beauticians,  physical  and/or  occupational 
therapy.   We  believe  there  is  a  potential  for  additional 
reimbursement  related  to  these  costs  centers. 

Starting  in  1976,  an  appraisal  firm  has  provided  infor- 
mation relating  to  depreciation  expense  of  the  Hospital. 
As  a  result,  depreciation  expense  for  1976  was  more  than 
double  the  amount  in  1975.   We  believe  the  1975  calculation 
should  be  reviewed  and  corrected. 

In  the  1977  cost  report,  a  general  insurance  expense 
allocation  was  not  made  to  the  Hospital. 

In  the  1975,  1976  and  1977  cost  reports,  the  Hospital  has 
not  made  a  claim  for  bad  debts  relating  to  deductibles  and 
coinsurance.   We  feel  certain  there  were  bad  debt  v;rite- 
offs  for  these  items  and  they  should  be  considered. 
Section  322  of  HIM-15  has  been  recently  amended  which  may 
provide  further  bad  debt  reimbursement  for  the  Hospital. 

As  a  result  of  limitations  imposed  by  the  "lower  of  cost 
or  charges"  computation,  the  Hospital  lost  approximately 
40^  of  eligible  reimbursement  under  the  Medicare  program 
in  1977.  We  recommend  the  applicability  of  this  calcu- 
lation be  reviewed  with  the  Medicare  intermediary. 
Section  2600  of  HIM-15  has  been  amended  which  may  exempt 
the  Hospital  from  this  reimbursement  limitation. 
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The  cost  of  physicians  v;as  allocated  to  routine  cost 
centers  in  the  1977  cost  report.   We  believe  the 
physician's  component  was  not  properly  handled  in  the 
preparation  of  the  cost  reports. 

As  previously  stated,  we  urge  that  a  thorough  review  be 

made  of  the  1975,  1976  and  1977  cost  reports  and,  where  appropriate, 

amended  reports  should  be  filed  for  open  years.   V/e  believe  this 

effort  could  result  in  a  considerable  increase  in  reimbursements  to 

the  state  under  the  Medicare  and  Medicaid  programs. 

Allocation  of  Department 
of  Institution's  Costs       The  Department  of  Institutions  serves 

as  the  administrative  agency  for  the 

State  operated  health  care  institutions.   As  a  result,  certain 

portions  of  the  costs  of  operating  this  Department  should  be 

allocated  to  the  State  health  care  facilities. 

Some  time  and  effort  would  have  to  be  expended  to  determine 
the  appropriate  allocation  of  these  costs.   We  believe,  however, 
that  the  increase  in  reimbursement  would  more  than  offset  the 
additional  effort  required. 

We  recommend  that  an  allocation  of  appropriate  costs  of 
the  Department  of  Institutions  be  made  to  the  respective  State 
institutions  in  the  Medicare  and  Medicaid  cost  reports  for  all  open 
years.   Based  on  an  overall  review,  it  appears  that  several  thousands 
of  dollars  of  the  Department  of  Institutions'  costs  in  1977  were 
related  to  the  administration  of  the  State  health  care  institutions. 
With  the  minimal  Medicare  and  Medicaid  utilization  at  Warm  Springs 
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state  Hospital,  we  recognize  that  the  increase  in  reimbursement  from 
these  costs  would  be  nominal;  however,  we  believe  the  increase  in 
Medicare  and  Medicaid  reimbursment  at  the  other  State  health  care 
facilities  would  be  beneficial  to  the  State  because  of  their  greater 
third  party  payor  utilization. 


Economic  Feasibility 

of  Hospital  In  recent  years,  the  hospital  has  had 

significant  licensing  and  reimbursement 


problems  in  many  different  area 


s.   The  size  of  the  Hospital  has 


decreased  significantly  in  recent  years  to  approximately  AOO  beds. 
A  portion  of  the  Hospital's  active  bed  count  is  not  certified  under 
the  Medicare  and  Medicaid  programs.   The  Medicare  and  Medicaid 
utilization  at  the  Hospital  continues  to  decrease  with  the  advent  of 
programs  calling  for  the  relocation  of  patients  to  other  institutions 
or  noninstitutional  care.   The  Hospital  does  not  have  a  psychiatric 
hospital  license;  as  a  consequence,  the  facility  (and  the  State) 
does  not  qualify  for  Medicaid  reimbursement  for  mentally  ill  persons 
ider  age  65  and  adolescent  patient  care.   The  cost  of  operating  the 


unc 


,ient  basis  has  continued  to  escalate  over  the 


Hospital  on  a  per  pat; 

years . 

Strictly  from  an  economic  point  of  view,  we  believe  the 
Department  of  Institutions  should  study  alternative  uses  of  the 
hospital  facility.   Alternative  uses  could  result  in  savings  to  the 
State  of  several  millions  of  dollars  per  year. 
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Centralized 
Me  die are /Me  die aid 
Responsibility 


In  late  1977,  the  billing  funetion  for  the 
Hospital  was  reloeated  under  the  jurisdiction 


of  the  Department  of  Institutions.   The  Department  of  Institutions 
now  has  billing  responsibility  for  all  state  operated  health  care 
facilities.   We  concur  with  the  centralization  of  this  important 
function.   Vile  believe  centralization  of  this  function  will  result  in 
the  development  of  a  centralized  expertise  in  the  Medicare/Medi caid 
area,  improved  communications  with  the  respective  intermediaries 
and,  coupled  with  the  new  data  collection  system  mentioned  above, 
will  result  in  increased  efficiencies  relative  to  the  billing  of 
third  party  payors. 

We  further  recommend  that  the  Department  of  Institutions 
establish  a  central  function  for  the  purpose  of  preparing  Medicare 
and  Medicaid  cost  reports  and  dealing  with  the  respective  inter- 
mediaries.  We  believe  that  similar  benefits  will  be  derived, 
namely,  improved  expertise,  improved  communications  and  relation- 
ships with  the  intermediaries  and,  as  an  end  result,  an  increase  in 
reimbursement  under  these  programs. 
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